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Treatmmt of I?rr?ncbiso Foes 
, 

cmpany rade 

1. 

. . .2; 
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3. 

&cs'peid to the city are an oxpenm item, \.” 

hot a property inwx.at; / . ': 
. . : ;r -_ : 

Tbo, cast of Padftc T*iopholts and ~c'Le~:?c& :. ’ ‘1.1. 
CO. 0. hi~VctO?&‘!tmt @my Of thtr &t&i Jf : ‘.-.I: ‘$ :- 
Rdtanda,' (1377) 75 Cal. kpp. 36 957, suprz?orIis : l._‘.‘]!,:. 
their _scsftfon that they &we no azsessabl+. 
interostt 

:;i.. ,.;.1.; 

. '. - . . 
6Le 2oxd has backad'off..a kttlo in its .. 

cmcltisio~ by authorizing prc-L&Suz appraisal; " 
promikes. 

. . 
: 

P. raised 9038 of these Gca2ze uu sations.in addition to the issue 
whet&r ths VCL~UC of tileac Zr&b* ,LS;~S ae already included in the 
unitary value because t&lay are m2cl1 an ir,taTrc=l prt of l&e 
unit. s. 

. . 
.;ergued that th g&sral 

franchisa sh'otild be dedtrctr?d fro% the stock mci dabt 
because tic price' of the stock already inclu&3s this 
of value a3d it is naL, taxable tircpcrty for property 

. 
approach . ? 
els?sient 
tax prposgs. 

We disagree with cash of there 'arij~~cn~s. 
ncsorandms of t?ay $ 1377, to Er. xx 
4‘ 1477, t0.e _ .f . 6kO21d have dis&?sod of G&t cir 

I would like to Lngin by Jisc&S~g in gcnoral t!E ’ 
txG3bi1ity of SIX" b& L;rznc!-Aiaes because it Eleers to Iw .this is y.:.:. 
th2 f6SUS that 6OFe of &a COi~pClieS 'tie raising. The 1079 : ‘:.: :. :-‘..‘1..~ ;.- 
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. . . . ._.i. 
Tha Da& sad Corpor&n Franchiser Rk A& of 19i<,' -“‘.:‘-:‘I :.‘. ,. 

ancnded in 1936, as authorized by Section 16 of Article 
UII, provides: i ._ ‘..- . * 

‘.“:.:;Lt.r. ’ 
. -,, .- . . !_ .; .; 

‘Taxes under’ this section~~.ahaU not be ‘. 
in~lieu of' any taxes or a&cssnents upon. \ r.: 

. special Franchises. All Such special 
franchisee ~ha11 be amuaUy assessed by 

. . [- -. 
the State board of Equalfzstion at its 
full mar&et value beginnir;g in Rarch 1935." - ‘. 

This section fs 'now Section 33154 of t&d Rwenue and Taxat~dn Cods. ...I 
., 

. . 
l!hi argu&xt nay be made that the people intended to .':"' 

exmpt all franchinas 'df public utflities from prol>xty taxation ” : 
bacsusoxctioa 1 of Article ISIf1 no longer mntions franchise3 '1 
ax14 because Section -14 of Article XIII r3oqzs to e%mz& framzhisas. “:_’ 
LIowevcr, the’ history of the back and corporation franchise tax . ” 
indicates otherwise. Under Section 16 the Lcgislaturo was jiven .. 
a perAis.sive authority to tax~franchises of co,zporations.. They. .c: ? 

' chose to act by mb jactirlg g&oral fr.xchiuos to a cozpo=atioa ‘.. ‘y:. ‘-I- 
tax and leavi?g spxial franchises subject to prop&q tcx, ai ,, .J',.-i.:t 
izdkatcd in Section 23154 of the IZcxmuo and Taxation Code. .- : ..f:'-.:' 
There fs, thxoforcO sufficient authority $0 conclude that the : . . . ._. ._ : ..* .,. ',; :. j$;~~I~.;~~, 

-: ._ .: ._ . -' : .' . , . . .,. ., .; .' . . '...' . . . 
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couthua af 
axi cost of 
frawhise fees. 
existbg assats 

.The question raised by S '.. .. 
.:. . :. . 1 '_ 

concevning t&e gcxleral franchise is xesol~&3 by~ona&izing the ’ general frmchise to the special frmchico. As the w&a of a 
special franchise is not included in the stock ati d&t iaciicztor .' 

. 4aoithx is the value of the general franchise. !&e general. 
franchise tax is paid fprthe right'- do business in California. .’ 

.A8 to having Cone business in California in pact yotis, tie righ% :“. 
ii?m rcflectd in tim balance sheet 'as incczm and expenses. '. Ucwter, tha purchase of the stock does. not also incltie a . - .‘.’ 
purchase of t&e right to do business in California. L,Tha right t9 -. 
do bwiness ia Calffornia is a continuing obligation that'must I"; .--. 
be r,mcwed annually,' 5'ha most a stock invsstor buys% the ‘. "exTactation" of doing bt?oinem in California and it i3 thin 
expectation which io inchdtld in the stock price not the iiqht~ 

': t-':i: I -.. 
X . to do Imsf~~ss. 
. ..,._ 

.This cz>cctatioa is' as nuch a taxable mtity ar. ‘.:‘::‘1..~-‘ 
.any other notLye woqld be for g.xyfr?g . a cczrtain price, ‘Xt is not 
a portion of the exzzqt general frazichise.; .: .:: l:_. 
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-.. _ . 
P. t ’ cite’s tils cstg af Bcd9,r,Za Bcu& case 

as support for t&G pdsition. 
support for thsir cimtentiozxx. 

Ziowever, thi3 cam 0fEers no 
2hk3 case comxned +A3 rs%ccntim 

of tele~hone~o~ip~t under orders of the &&ndo Sx~ch P&%~lc~-. 
ti!at Agency. PZT refused to zo*e the lines mless tie agmcy .’ 
paid the =:elocati& costs. The city refused azd ITT SUM car 
roirnbursewnt of their costs after they relooatrd it3 frrcilit5es. 
Ths court dkieci the relocation cost6 to ?TT hecausti tkete w3 m 
statutory authority for re*zhrse%nt, on the Gurfmx? it a?mmxEi 
mite of the langaage in the case nay ta cited as sugpxti~+.!~~ 
coqxmy's position. Uowever .an analysis of tie-cam load3 to 
the Oj96it8 COnChsion. 

.- 

onf3 of the statmta of ‘tat2 court %.a6 tll,~tt 

While th& right granted to. a tele&ono 
cmpany by ?~Blic 'Etilitfes Code S&ion 
7301 has often been temed,a ‘Cxmchi~e” 
. ..A_% is not a qrziat of a prom&W 
intccc6t in thci-street.” 75 953 at'963. ca1. 2&. ad .. ..' 
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to a grszing right or ot!;:3r 

f’ “’ t. 
._._.. 

m donation. _. *_ .‘_. 
:.::, ;:. 

“!?hu~, the rquirad rsbcation cannot form ~ *' .'.": :. _ 
the baSi.S iot an'action in invarss con- . . _/ 

: . I. 
I dcIoaati.oa. In order to atate a course of ..'. :A 

” action for ixw~~se condemation, th3re 
mst be an immsion or +propria+im of .. 
80s~ valtmhle prqmrty right possessed by 
tha clabant.? . . 

. 

If this laquags were &erring to the right to use the city' 
Stzcets it vould izxked be sigfiificant. mwever, the facts . 
arc that .?i! rzrely zovti fro3 0~0 location to auotier locatfon 
to provirle the ii&xz, 01 .xtybe even incroascd, servicco. 
court ia nerely saying tilat 

me 
. tlm relocation by itself is no:: a' 

valuable pro;orty right, a kint I titi in ~Mch we can all 
agree.' A right to ~58 thr! skmt is a vahab;le &d tazzbla 
right apd not in any way equivalent to a relocation of facilities. . 

We should coatfnue to a ss&a 
ztmnerdescribedin_ 

s&cial franchfses'fn the 
mxmrandums mentioned above. 
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j *755.0090* 

STATE-ASSESSED PROPERTY 

1 755.O@l Special Franchises. Special franchises are taxable and must be valued. 
Since the fee ownership of the property used is in a tax-exempt government 
entity and the use is by a private taxable party, such franchises can be 
categorized as taxable possessory interests and must be valued as such. Under 
Deluz Homes, Inc. u. San Diego County, 45 Cal. 2d 546, the full value of the 
right to use is taxable with only the reversion being exempt. One way to 
measure this value is to capitalize an economic rent for the private right to use 
the government property for the term of possession. C 41 M/79. 

. 

(See State-Assessed Property - Stock and Debt Method) 


